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changed only by modifying the agree-
ment itself and not by individual or-
ders issued under it. Modifying a basic
ordering agreement shall not retro-
actively affect orders previously issued
under it.

(d) Orders. A contracting officer rep-
resenting any Government activity
listed in a basic ordering agreement
may issue orders for required supplies
or services covered by that agreement.

(1) Before issuing an order under a
basic ordering agreement, the con-
tracting officer shall—

(i) Obtain competition in accordance
with part 6;

(ii) If the order is being placed after
competition, ensure that use of the
basic ordering agreement is not preju-
dicial to other offerors; and

(iii) Sign or obtain any applicable
justifications and approvals, and any
determination and findings, in accord-
ance with 1.602-1(b), and comply with
other requirements, as if the order
were a contract awarded independently
of a basic ordering agreement.

(2) Contracting officers shall—

(i) Issue orders under basic ordering
agreements on Optional Form (OF) 347,
Order for Supplies or Services, or on
any other appropriate contractual in-
strument;

(ii) Incorporate by reference the pro-
visions of the basic ordering agree-
ment;

(iii) If applicable, cite the authority
under 6.302 in each order; and

(iv) Comply with 5.203 when synopsis
is required by 5.201.

(3) The contracting officer shall nei-
ther make any final commitment nor
authorize the contractor to begin work
on an order under a basic ordering
agreement until prices have been es-
tablished, unless the order establishes
a ceiling price limiting the Govern-
ment’s obligation and either—

(i) The basic ordering agreement pro-
vides adequate procedures for timely
pricing of the order early in its per-
formance period; or

(ii) The need for the supplies or serv-
ices is compelling and unusually ur-
gent (i.e., when the Government would
be seriously injured, financially or oth-
erwise, if the requirement is not met
sooner than would be possible if prices
were established before the work
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began). The contracting officer shall
proceed with pricing as soon as prac-
tical. In no event shall an entire order
be priced retroactively.

[48 FR 42219, Sept. 19, 1983, as amended at 50
FR 1742, Jan. 11, 1985; 50 FR 52429, Dec. 23,

1985; 61 FR 39198, July 26, 1996; 62 FR 64926,
Dec. 9, 1997]
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17.000 Scope of part.

This part prescribes policies and pro-
cedures for the acquisition of supplies
and services through special con-
tracting methods, including—

(a) Multi-year contracting;

(b) Options; and

(c) Leader company contracting.

Subpart 17.1—Multiyear
Contracting

SOURCE: 61 FR 39204, July 26, 1996, unless
otherwise noted.

17.101 Awuthority.

This subpart implements Section
304B of the Federal Property and Ad-
ministrative Services Act of 1949 (41
U.S.C. 254c) and 10 U.S.C. 2306b and pro-
vides policy and procedures for the use
of multiyear contracting.

17.102 Applicability.

For DoD, NASA, and the Coast
Guard, the authorities cited in 17.101 do
not apply to contracts for the purchase
of supplies to which 40 U.S.C. 759 ap-
plies (information resource manage-
ment supply contracts).

17.103 Definitions.

As used in this subpart—

Cancellation means the cancellation
(within a contractually specified time)
of the total requirements of all remain-
ing program years. Cancellation results
when the contracting officer

(1) Notifies the contractor of non-
availability of funds for contract per-
formance for any subsequent program
year, or

(2) Fails to notify the contractor that
funds are available for performance of

17.104

the succeeding program year require-
ment.

Cancellation ceiling means the max-
imum cancellation charge that the
contractor can receive in the event of
cancellation.

Cancellation charge means the
amount of unrecovered costs which
would have been recouped through am-
ortization over the full term of the
contract, including the term canceled.

Multiyear contract means a contract
for the purchase of supplies or services
for more than 1, but not more than 5,
program years. A multiyear contract
may provide that performance under
the contract during the second and
subsequent years of the contract is
contingent upon the appropriation of
funds, and (if it does so provide) may
provide for a cancellation payment to
be made to the contractor if appropria-
tions are not made. The key distin-
guishing difference between multiyear
contracts and multiple year contracts
is that multiyear contracts, defined in
the statutes cited at 17.101, buy more
than 1 year’s requirement (of a product
or service) without establishing and
having to exercise an option for each
program year after the first.

Nonrecurring costs means those costs
which are generally incurred on a one-
time basis and include such costs as
plant or equipment relocation, plant
rearrangement, special tooling and spe-
cial test equipment, preproduction en-
gineering, initial spoilage and rework,
and specialized work force training.

Recurring costs means costs that vary
with the quantity being produced, such
as labor and materials.

[48 FR 42231, Sept. 19, 1983, as amended at 66
FR 2129, Jan. 10, 2001; 67 FR 43514, June 27,
2002]

17.104 General.

(a) Multiyear contracting is a special
contracting method to acquire known
requirements in quantities and total
cost not over planned requirements for
up to 5 years unless otherwise author-
ized by statute, even though the total
funds ultimately to be obligated may
not be available at the time of contract
award. This method may be used in
sealed bidding or contracting by nego-
tiation.
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